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PASS AGRICULTURE 

E.O. 11652: N/A 
TAGS: EAGR, EEC 

SUBJECT: NEW DRAFT EC COMMISSION PROPOSAL ON ALCOHOL 
REP: (A) 72 EC A-149, (B) 72 STATE 192180 

1 . A DRAFT PROPOSAL FOR AN ALCOHOL CAP IS NOW MAKING THE ROUNDS 
OF THE COMMISSION'S INTERNAL SERVICES, AND MAY BE APPROVED BY 
THE COMMISSION AND SUBMITTED TO THE COUNCIL AFTER THE EC 1976/77 
AGRICULTURAL PRICE NEGOTIATIONS ARE OVER. A MISSION OFPICER 
SPOKE TO THE COMMISSION OFPICIAL WHO HAS BEEN HANDLING THIS AT 
THE TECHNICAL LEVEL EVER SINCE THE COMMISSION PUT OUT ITS FIRST 
PROPOSAL IN 1972 (REF. A). HE TOLD US THAT HIS DRAFTING INSTRUC- 
TIONS THIS SECOND TIME AROUND WERE TO REMOVE AS MANY OF THE 
PROVISIONS AS POSSIBLE WHICH THE MEMBER STATES AND THIRD COUNTRIES 
FOUND OBJECTIONABLE IN THE EARLIER PROPOSAL. IN THIS REGARD, HE 
WAS KEEPING A "CLOSE EYE" ON THE POINTS RAISED BY THE U.S. IN ITS 
AIDE-MEMOIRE (REF. B.). 

2. ACCORDING TO OUR SOURCE, THE NEW PROPOSAL DIPPERS FROM THE 
EARLIER ONE IN THAT IT NO LONGER PROVIDES POR THE STATE TRADING 
OF IMPORTS NOR DOES IT PROHIBIT EC PRODUCTION OF AGRICULTURAL 
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WOULD APPLY TO IMPORTS OF ALCOHOL BUT THE EC WOULD RESPECT GATT 
BINDINGS. THERE WOULD BE PROVISION EOR EXPORT SUBSIDIES, WHICH 
OUR SOURCE CAT .TED A SINE QUA NON OF ANY EC COMMON AGRICULTURAL 
TRADE SYSTEM. HOWEVER, HE STATED THAT THE EC WOULD BE SURE 
TO USE "PRUDENCE" IN APPLYING EXPORT SUBSIDIES, AND HE COULD NOT 
ENVISAGE ANY SUBSIDIES EOR DIRECT EXPORTS TO THE U.S. 

3. DESPITE THE RECORD OF MANY YEARS OE DISCUSSION OE AN EC AL- 
COHOL CAP, OUR SOURCE IS OPTIMISTIC THAT THE COUNCIL WILL APPROVE 
A PROPOSAL BEFORE THE END OF THE YEAR AND THAT THE NEW CAP WILL 
BE EEEECTIVE BY JULY, 1977. HE EEELS THAT THE NEW DRAFT 
RECONCILES MOST OE THE MEMBER STATE DIEFERENCES AND 

SHOULD NOT POSE DIEEICULTIES EOR THIRD COUNTRIES LIKE THE U.S. 

4. WE OF COURSE RESERVE JUDGEMENT ON THE NEW PROPOSAL UNTIL WE 
SEE THE FINAL COMMISSION-APPROVED VERSION. MORRIS 
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